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COUNCIL ON WAGE AND PRICE STABILITY
Revised wage and price standards designed to liberalize the treatment of fringe
benefit cost increases have been issued by the Council. The standards,
which were released by Council Chairman Kahn on 12/13/78 and are expected
to be published in final form in the Federal Register early this week,
ease the wage standard by counting only part of the cost of maintaining
health benefits and exempt entirely the costs of maintaining pension
benefits. The revised standards also tighten the profit margin test. A
ceiling will be placed on price increases to limit actual dollar profit
increases to 6.5% plus only the increase in dollar profits resulting from
increased physical output.
In addition, new standards will be imposed on increases in professional
fees for services by such groups as accountants, lawyers, physicians,
dentists,and others. The new standard sets a 6.5% average limit on
professional service increases charged by a firm or individual and a 9.5%
cap on any single professional service.
ENERGY, DEPARTMENT OF
Proposed rules on a grant program for completion of energy audits have been
announced (see the 12/12/78 Fed. Reg., pp.58158-74). The grants will be
given to schools, hospitals, and buildings owned by local government and
public care institutions. The proposed rules establish requirements for
the conduct of preliminary and final energy audits, the qualifications of
energy auditors, and allowable costs for the audits. DOE is especially
interested in comments regarding the necessity and type of qualification
for auditors. Comments will be received on these proposed rules until
1/12/79. Public hearings will also be held on this program. The hearings
will take place simultaneously in Washington, D.C., Chicago, and San
Francisco from 1/8/79 through 1/10/79. Requests to appear at the hearings
are due by 1/3/79. For more information on the proposed rules and the
hearings, contact Michael Willingham at 202/633-8640.
FEDERAL DEPOSIT INSURANCE CORPORATION
An amendment increasing deposit insurance to a maximum of $100,000 on time and
saving deposits containing Individual Retirement Accounts (IRAs) and Keogh
funds has been adopted (see the 12/12/78 Fed. Reg., p.58081). The effect
of this amendment is to except IRA and Keogh time and savings accounts
from the general FDIC insurance regulations and to provide separate insurance
up to the $100,000 maximum on these deposits in addition to the insurance
afforded to other types of deposit accounts maintained by the same beneficial
owner. The amendment is effective as of 12/12/78. For further information
contact Mary Ryan at 202/389-4270.
Simplified financial reports for insured state nonmember banks with assets under
$100 million have been adopted by the FDIC (see PR-118-78, 12/11/78). The
new reports, which will apply to approximately 95% of the insured state
nonmember banks, will reduce the number of reported items almost in half.
Among the changes adopted are the elimination of numerous specific items
from separate reporting on loans and deposits, and the reduction of the
frequency in reporting sections and items in the Report of Income that banks
now report annually.
These revised forms, which have also been adopted by
the Comptroller of the Currency and the Federal Reserve Board, will be sent
to banks who will new have the option of filing either the simplified or
standard forms for year end reports.
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HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
A government-wide attack on fraud and waste in social welfare programs was
announced by President Carter on 12/13/78. Speaking at the HEW-sponsored
Secretary's Conference on Fraud, Abuse, and Error, the President announced
a review of the existing eligibility requirements for food stamps,
medicaid, housing assistance, aid to families with dependent children, and
other social programs. President Carter ordered the heads of 90 Federal
departments and agencies to draw up by 1/3/79 individual plans to create
audit and investigation resources to deal with fraud and waste in welfare
programs and errors in government supervision. OMB Director McIntyre was
named to coordinate the effort which has a stated goal of developing
procedures designed to save an estimated $5.5 billion to $6.5 billion
in Federal funds annually.
In a related development, Attorney General Griffin Bell stated at the
same conference that the Justice Department is developing comprehensive
white-collar crime legislation that would include provisions to fight
fraud against the government, business, unions, and the securities industry.
According to Justice Department officials, the legislative package could
include a computer-crime statute, a securities-fraud provision, and a
program fraud statute designed to prosecute schemes to manipulate Federal
assistance programs.
INTERIOR, DEPARTMENT OF
Final rules on grants under the mineral development impact relief loan program
have been published in the 12/11/78 Fed. Reg., pp.57886-88. The rules
include an inspection and audit provision that require grantees to
establish accounts and related records in sufficient detail to provide
for an adequate inspection and audit by the Interior Department and Comp
troller General. The rules are effective as of 1/8/79. For further
information contact Robert Bruce at 202/343-8735.
INTERSTATE COMMERCE COMMISSION
Proposed rules have been issued to revise the reporting requirements of Class I
and II motor carriers (see the 12/8/78 F ed. Reg., pp.57626-27). The rules
would revise the Quarterly Reports of Results for Operation (Form QFR) by
simplifying reporting and relieving most carriers from the requirement that
they file quarterly reports. Carriers would retain these accounting records
for inclusion in their annual reports filed with the Commission. Comments
on the proposal are due by 1/22/79. For more information contact James
Bayne at 202/275-7330.
OFFICE OF MANAGEMENT AND BUDGET
A memo on the audit of Federal Assistance Programs has been sent to the heads
of all Federal departments and agencies by CMB Director James McIntyre.
The memo outlines the work that has been done over the past year to
improve intergovernmental cooperation in the audit of federally assisted
programs. Two major documents have resulted for this work: a standard
audit guide published by the GAO and a proposed addition to OMB Circular
No. A-102 "Uniform requirements for grants to state and local government."
The GAO publication, "Guidelines for Financial and Compliance Audits of
Federally Assisted Programs" is designed to be a single audit guide that could be
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used in auditing all federally assisted programs.
It would replace the
almost 100 guides now currently in use. Both the proposed guide and the
proposed addition to the 0MB Circular would take a new approach in auditing
Federal programs, calling for a total audit of an organization carrying out
the programs, with appropriate sampling of individual grants to determine
overall reliability of financial operations.
Anyone wishing to receive one free copy of the GAO report and the 0MB
circular addition may do so by calling the Washington office at 202/8728190 extension 47 prior to 12/27/78 and requesting Document 43-1.
SECURITIES AND EXCHANGE COMMISSION
The combined efforts of the AICPA, FASB, and the Commission can result in a
better appreciation by the Congress, the investing public, the corporate
community and all users of financial statements of the nature and
responsibility of the accountant’s role in financial reporting and an
increase in the profession's credibility, according to Commissioner John
Evans.
Speaking on 12/8/78, the Commissioner outlined the progress made
and the problems that still face the accounting profession. He stated that
he firmly supports an approach where members of the accounting profession
use their expertise and resources to fulfill the primary role in improving
accounting standards and practices. He noted however that significant
difficulties needed yet to be overcome if the AICPA's program for self
regulation is to succeed and government regulation is to be averted.
Staff Accounting Bulletin No. 28, on the disclosure and accounting which should
be made by electric utility companies, has been issued by the SEC (see
Rel. SAB-28, 12/6/78). The bulletin contains the staff views on accounting
and disclosure by electric utility companies for (1) financing through the
use of construction intermediaries,
(2) interests in jointly owned electric
utility plants and
(3) long-term contracts for purchase of power. For
further information on SAB-28, contact Lawrence J. Bloch, Office of the
Chief Accountant, at 202/472-3782.
Final approval was given to various oil and gas accounting rules at the 12/12/78
open meeting of the Commission. Various technical amendments to ASR-253
(8/31/78) were approved. The Commission voted to increase the conformity
of the successful efforts accounting rule to corresponding provisions of
FAS No. 19. It also agreed to conform the definitions of proven reserves to
the final DOE definitions contained in its "Financial Reporting System".
In addition, the Commission adopted final rules establishing uniform require
ments for financial accounting and reporting practices of oil and gas pro
ducers following the full cost method of accounting. Companies are permitted
to continue to use the full cost method during the interim period required
to develop reserve recognition accounting as the uniform method of the industry
For more information contact James Russell at 202/755-0222.
In a related matter, the Commission also adopted amendments to the
"description of property" item of Regulation S-K. The amendments standardize
and improve the disclosure requirements relating to oil and gas reserve
operations. For more information contact Joseph Schmitt at 202/375-2380.
It is expected that these final rules be released by the Commission sometime
this week.
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Final rules on shareholder communications, shareholder participation in the
corporate electoral process and corporate governance generally have been
published (Rel. No. 34-15384, see the 12/14/78 Fed. Re g ., pp.48422-34).
The rules contain form and schedule amendments designed to provide
shareholders with more information on the structure, composition, and
functions of the issuers’boards of directors.
In addition the rules
contain a description of the function of an audit committee. The rules
are effective for fiscal years ending on or after 12/25/78. For more
information contact Barbara Laventhal, Richard Nesson, Jennifer Sullivan
or Michael Stakias of the Division of Corporation Finance at 202/7551750.
TREASURY, DEPARTMENT OF
The 1978 edition of Package X, Information Copies of Federal Income Tax Forms,
is now available. This year’s package includes copies of new forms 5695,
Energy Credits and Schedule B (Form 3468), Computation of Business Invest
ment Credit.
In addition the package includes several forms that have
been revised to reflect the Revenue Act of 1978. They include Form 1040,
Schedule D (Forms 1040, 1041, 1065, il20, 1120S), Schedule K-l (Forms
1041, 1065, 1120S), Form 1065, Form 1120S and 1120W among others. Copies
of Package X and IRS publications 1045 "Information for Preparers of
Federal Tax Returns" can be obtained from local IRS District offices.
Practitioners should request to be added to the Tax Practitioner Mailing
List to receive these publications in the future.
It is unlikely that the 1981 social security tax increase enacted by the 95th
Congress will ever go into effect according to Bob Shapiro
staff
director of the Joint Committee on Taxation. Speaking in Washington on
12/13/78, Mr. Shapiro noted that it is too early to tell when will happen
to the 1980 social security increase. The 1979 increase, he noted, will
be offset by the tax cut in the Revenue Act of 1978. Mr. Shapiro added
that the "value added tax", which received the support of both chairmen
of the Congressional tax committees last week, could be a likely
alternative to the social security increase.
In a related matter, it was reported at the Treasury Small Business
Advisory Committee meeting on 12/11/78 that President Carter will not
accept repeal or further postponement of elimination of the "carry-over
basis" provisions of the Tax Reform Act of 1976. The provision was post
poned in the 1978 Revenue Act through 12/31/79. According to White House
Domestic Policy adviser Stuart Eizenstat, no bill with such a provision
would be veto-proof.
SPECIAL:

SENATOR TOWER TELLS AICPA BANKING CONFERENCE THAT FEDERAL CONTROL OF
ACCOUNTANTS NOT NEEDED

Sen. John Tower (R-Tex) told over 500 CPAs, senior bank financial officers,
and key government officials attending the AICPA National Conference on
Banking that Federal regulation of the accounting profession at this time
would not be in the public interest. Citing the SEC’s conclusion in its
report to Congress that supports the self-regulatory efforts of the
profession, he stated, "I fully agree and I commend the SEC in this
instance for resisting the "more is better approach to regulation,"
The ranking minority member of the Senate Banking Financial Institutions
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subco mmittee, Sen. Tower highlighted the legislative priorities facing
that subcommittee. A bill aimed at correcting the problem of declining
membership in the Federal Reserve System will be the top priority.
Hearings concerning the proposal to consolidate the three Federal bank
regulatory agencies will also be scheduled early in the next Congress,
he stated.
Deputy Comptroller of the Currency H. Joe Selby also addressed the
two-day conference, held on 12/12 and 12/13/78 and called for increased
deregulation of the banking industry. He urged that bank directors be
given increased responsibilities and government intervention in banking
operation be lessened. Mr. Selby called on the accounting profession
to "play a very substantial role in the development, understanding, and
utilization of the tools of regulatory reform". Conference keynote
speaker Frederick Dean Jr., chairman and president of the Bank of Virginia
Company and chairman-elect of the Association of Bank Holding Companies,
also called for deregulation noting that "for years banking has been the
nation's most regulated industry" and that banks are "literally reeling
under the burden of responsiveness and compliance."
The conference also featured an extensive discussion of the proposed
AICPA "Audit and Accounting Guide for Bank" as well as panel sessions
on various accounting and auditing issues facing banks and bank holding
companies. Sessions were held on such topics as SBC reporting, community
banking matters, the independent loan review function, the Foreign Corrupt
Practices Act, and bank regulatory reform.
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